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2) Units data not individually identified· determine (1) the percent of

revenue or income eich state receives and (2) the percent of revenue

or income designated GHQ, the prorate type(s), and the percent of

revenue and income to be prorated using IIch prorate type.·

Complete tbe reyenye and income distribytion part of the form.

The GHQ ~rorate Type Table identify tbe GHQ prorate types associated with the

departmental expense accounts. (See Page 15)
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GHQ PRORATE TYPE TABLE

PRORATE
TYPE AA AB Al AO AP AQ

..••..•.•.•.....•..-.........•.......... -_....•.•••................................................... _...-
MAIN 1320

ACCOUNT

PRORATE

TYPE AA

811 0,1120

8115,1122

8111,1123

8124

AS

8210,8220

6212,1230

6215,1232

AT

6311

AU

6341

AV

6351

AW

...................................................................•.......................................

MAIN 1382

ACCOUNT

PRORATE

TYPE AX

MAIN 8421

ACCOUNT

8411

AY

8111.8112

AZ

8531.8534

1532.8535

8533

8422

A1

8111

81n

lin

1423

A2

1821

6424

A3

6822

PRORATE

TYPE A4 AI,AI AI A7
............•....•••••....••••••...••...............................- -..

MAIN 1123

ACCOUNT

1711.8724 1721

1712,1725

8721,1727

8722,8721

1723.7310

7370
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MONTHLY UNITS DATA REPORTING

Oat. Provi,ion

The Contract Administrator is responsible for tracking and providing units data.

Units data must be provided on Form SW-2eS1 to the Manager·Affiliate Services

(Billing), One Bell Center, 3S-U-!. each month for determining billable amounts. The

Contract Administrator may choose to develop a mechanized Form SW-2e81 which

does not follow the format of the official form exactly. The.. will be acceptable if the

form is labeled SW-2ee1 and all of thl nlclssary information is present. Form SW-

2811 must bl rlcelved by the Manager.Affiliate Services (Billing) no latlr thin the

fiftl.nth cal.ndtr dn of the month following the month in which the service was

providld. If thl fift.lnth callndar day falls on a wllklnd, Form SW-2eS1 must be

reclivld by thl Manager-Afflliatl Slrvlces (BIlling) no later tDan tDI MondlX following

th' fiftl.ntD.

Form SW-2eaO must bl submittld with curr.nt pricing addlndum b.fore Form

SW-2eS1 can bl proclslld for billing.

POlltly. Rlponlng

Form SW.2ea1 mUlt bl provldld by thl billing dUI dati eVln if tnlre ar, no

billing units to rlport 'or a splclflc month. Thl afflllatl, SChldull, lad addendum

numbers must bl on U'I 'orm wltD a stat,m,nt 0' -NOTHING TO BEpOBr or zeroes

enter,d in thl Units Provldld fllid.

60794030.doe/MISC
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Dltl E,timltlon'Adlu'tm,ntl

If it is necessary to estimate units data, the Contract Administrator submits the

estimate on Form SW·2881. The Contract Administrator is responsible for tracking

actual versus estimated units and adjusting the next month's units to reflect any

differences. The adjustment is made by submitting another Form SW·2881 (using

original billing month) indicating additional charges or a credit for overestimated

charges. Put a mjnus C·) or a Dlus C+) jn front of the number of u.n.i1l. This indicates

that you are subtracting from or adding to what was previously billed for that .affiliate.

The word 'ADJUSTMENT' must b. on top of SW·2811.

Nonr'CMrrln9 Cb,rg•• or 'p.cl,1 Cbarg••

Form SW-2811 is also used to report the billing of nonr.currlng (speclll)

charges. For instance, tray.1 exp.nses incurred while proYldlng serylc., unforeseen

additional on.-tim••xp.ns.s, .tc. Th... charg.s must b••nt.red in the box.d in

area It the bottom of the Form SW-2811 indicating description of special charges (see

Page 1g, H).

A Job Function Cod. (JIIC) must b. enter.d in the JFC fl.ld. Th. JFC should

tie that of the p.rson p.rformlng th'. servlc. or in .ff.ct r.lat.d to thlt SlrYice. Only

one JFC p.r sp.cl.1 ch.rg. can b••nter.d. Th. m.ln Iccount must b••ntered in the

prop.r fl.ld. Not.: Th. m.ln Iccount thlt I, ...ocllt.d with a JFC may b. found in

the SATBN Account Ind Exp.ndlture Dlm.nsion Guld•.
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\

Instructions for Prlparation of Form SW-2U1, AFFILIATE BILLING DATA.

MONTHLY UNITS

A) Enter the month and year the service(s) were performed, e.g., May 1991 for

services provided in May to appear on bills dated June 1997. If the SW-26S1 is

being prepared for an adjustment, enter the month and year the service was

performed. Write 'ADJUSTMENT' next to the month Ind year.

Note: Only anI month can bl reportld in this field.

B) Entlr thl approprlatl schldull and addlndum numblr you are reporting, •.g..

017·004 which Is Official Communications Slrvlces (Schldule 017), Official

Olrectory Slrvlces (Addendum 004).

C) For audit purposes, an explanation for Ill. adlustments lDJlJ1 bl Included

onlor attachld to thl appropriate SW2S.1 's.

0) Enter thl affillatl number for which unltl arl bllng reportld. e.g., 200 would be

sec Asset Managlmlnt, Inc. If thll form Is being uSld to report the montnly

units uSld or the .ame Item or stvlral companll., enter thl schldull and

add.ndum number, '.g., 017-004 In B. and then Intlr thl affiliate numbers,

e.g., 200, 500. ItC.• In the affillatl number spac...

E) Enter the unit prlc. of the item for which the usage Is being rlportld.

F) Enter thl unit description of Itlm for which usage Is being rlportld. e.g .. Line

Items-Stock Forms.
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G) Enter the number of units billable by each section, e.g., 3 GHQ, or 3 KS, 2 MO,

1 TX. If Yoy are reporting an adjystment. out a mjnus (.) or a olus (+) in front

of the number of ynits. This indicates that you are subtracting from QL adding

to what was previously billed for that affiliate.

H) This section has been provided on the SW-2ee1 to be used for special charges.

Enter the affiliate number for whom the special charge applies. the dollar

amount. Main Account and JFC. and a description of tne special charge, Enter

GHQ. or the appropriate state in the Section space. If the income and revenue

distribution is to be the same for the special charg. as the distribution for the

other items in the schedule and addendum. plac. an X in the ·Same Revenue

Distribution box.· If tn. distribution is to b. dlff.r.nt. us. the appropriate

Incom. and R.v.nu. Distribution section provid.d b.low tn. Sptcial charge

section. Th. pr.paration of this section is tht sam... for the Income and

Revenu. Distribution stctlon of the Form SW·2eeO. Afflllatt Billing Dati

(Section III. Pag.s e and a. Instructions F and G).

I) The Contract Administrator should ent.r th.lr tltI., the date and then sign on

the signature lin•.

•• Forward the compl.ttd SW·zee1 to the Manag.r-Affillat. S.rvic.s (Billing).

One len Center. by thl appropriate due dati on the current Affiliate Billing

contr.ct Icheduie.
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Instructions for Prlparatlon of Form SW-2111A. AFFILIATE BILLING DATA.

MONTHLY UNITS BY MARKET AREA (Schedulls 975, 977, " •• 1U ONLY)

A) Enter the month and year the service(s) were performed, e.g., April 1997 for

services provided in April to appear on bills dated May 1997. If the SW.2eS1 A

is being prepared for an adjustment, enter the month and year the service was

performed. Write 'ADJUSTMENT' next to the month and year.

Note: Only one month can be reported in this field.

B) Enter the appropriatl schedule and addendum numblr, I.g., 97S-050 which is

Business Service C.nter (Schedule 975), C,"ular Radio Service· KC

(Addlndum 050).

C) For audit purpo•••• an explanation for l11adlustm.nts mu.a1 be included on/or

attach.d to the appropriate SW-2ea1's.

0) Enter the afflllat. number for which unit. ar. b.lng reported, e.g., 825 would be

SB M.ssaglng S.rvlc••• Inc. If this form is b.lng ulld to rlport the monthly

units used or the slm. It.m or sevlral companl••••nt.r the schedule and

addendum numb.r••.g.• 87·5-050 in Band th.n .nt.r the affillat. numbers,

e.g .• 125. 700••tc•• In UII affillat. number spaclS.

E) Enter the unit price of the Item for which the u.ag. Is b.lng reported.

F) Enter the unit description of it.m for which the usage Is being reported, e.g.,

C.llular Radio S.rvic•.
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G) Enter the number of units billable by each market area section, e.g .. 3 AR, or 3

KS, 2 MO, 1 Austin. If yoy are reporting an adjustment, Pyt a minus Co) or a

plus C+) in front of th. number of units. This indicates that you ar. subtracting

from Q.L adding to whit was pr.viously bill.d for that affiliate.

H) This section has be.n provided on th. SW-2681A to be used for sp.ical

charges. Enter th. affiliite number for whom the specill charg. applies. the

dollar amount, Account and JFC, and a description of the special charge, Enter

the appropriate market Irea in the Section space. If the income and r.venue

distribution is to be the same for the special chlrge as the distribution for the

other items on form, then place an X in the ·Same Revenue Distribution box.·

I) The Contract Administrator should enter their title, the date and then sign on

the signature line.

•• Forward the completed Form SW-2881 A to the Manager-Affiliate Services

(Billing), One Be" Center, 3a·U-5.
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MONTHLY TAX DATA REPORTING

O,t, Provision

Certain items provided under contract to Southwestern Bell Corporation and to

its affiliates by SWBT, are subject to state, local and federal excise tax. Generally

tax must be applied to the sales or lease of tangible personal property and telephone

services. The Area Manager-Affiliate Transactions coordinates with the Finance.Tax

Division and Legal to determine which items Ire taxlble. what tax Ipplles, and the

taxing situs (which state. county. city and local transportation sallS/usI tlXes apply

bued on where thl servicI is performld, dlllvlrld, etc.). On thl advlcI of the Area

Manager-Afflliatl Transactions, thl Managlr·Affiliatl Slrvlcls (Billing) informs the

Contrlct Admlnlstrltors which itlms arl subjlct to tax, Ind providls an initial supply

of Form SW·2e11 T, Afflliati BUllng Tlx Olta. Thl Contract Administrator preplres

thl SW-2eI1T for thosl Itlms thlt havi blln Idlntlflld II subjlct to tiXIS. The SW­

2811 T is attached to thl approprllte SW·2811 for that SImi itlm and forwarded to the

Manager-Affiliate Billing. Thl number of units shown on thl SW-2eI1T myst agrlt

with thl number of units on thl Illoclatld SW·2e11 for Ilch tlXlbll itlm.

Pg'itly. Rlpgdlal

Form SW.2eI1T for taxabll Itlms must bl provldld by thl flftllnth calendar

dly of Ilch month IVln If thlrl I,. no tlxlbll units for I splclflc month. Thl

schedull Ind addlndum numb.r Ind itlm dlscrlptlon must bl on thl form with I zero

·0· in thl first units spac•.
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Retain 10 years, until _

AFFILIATE BILLING TAX DATA
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Form SW·2681 T

(Rev. 1/90)

Month and Year of Service Provided A£1.. _

Affiliate/Schedule/Addendum NO. ..JBL- _

Service Description ClL.. _

Unit Price 0..... _

Originating City and State I~ _

Dellyered at City .nd St.t,, Nq, It.m,
Q

Approv'd by:
Contrlct Administrator -0" Oat' _01-- _
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PROCEDURE FOR COMPLETING FORM SW·UI1T, AFFILIATE BILLING TAX DATA

A) Month and year the service was provided that is applicable to the taxes

being reported.

Not.: Only one month can b. report.d in this field.

B) Affiliate, Schedule and Addendum number of the service that is subject to

taxes.

C) Description of the service subject to tiX.

D) Unit price of the service subject to tiX.

E) The city and state where the service was originated.

F) The city(s) and state(s) where the service wa. delivered.

G) The number of units of service subject to tax.

H) The signltur. of the Contract Administrator.

I) The dlte the SW..21.1T wa. signed by the Contract Administrator.

60794030.doc/MISC



Tom Powers
Area Manager
Affiliate Services
235-9559

Janice Dreyer
Mlniger-Affiliitl
Services (Contrlcts)
331-1008

Victoril Y. Fostlr
Mlnlger·Afflllltl
Services (Billing)
235·4831

Donnl McRoberts
Sinior Steno
235·4814

Julie Stennett
Senior Records Clerk
331·2810
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AFFILIATE SERVICES CONTACTS:

Addresses all questions concerning the services provided to
SSC or any of its subsidilries comply with all legal and
regulatory guidelines.

Addresses all questions reglrdlng new services. ~rep.res

contrlcts. arrang.. for Ilgll review and authorization by
appropriate orglniz.t1on.. Coordinlte. ove,." pricing,
costing and dati provision efforts related to each contract.

Addr....' .11 question, regarding the coordlnlUon of
affiliate billing input Ind the rendering of the .fflllati bills.
Handle. the temporlry project. of SWIT to SIC or any of
its other sub,ldi.rl...
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AFFILIATE PURCHASE CONTRACT CLAUSE
LBECORDS ANP AUDIT SECTION}
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In order to enable Buyer to comply with the requirements of Parts 32 and 64 of the
Rules of the Federal Communications Commission pertaining to affiliate transactions
and any similar state or federal requirements. Seller agrees to:

(a) Maintain and provide to Buyer upon request complete and accurate records
related to all amounts billable to and payments made by Buyer hereunder in
accordance with generally accepted accounting principles.

(b) Notify Buyer prior to destroying or otherwise permanently disposing of such
records and. at Buyer's option. transfer such records to Buyer.

(c) Provide reasonable supporting documentation to Buyer within thirty (30) calendar
days after receipt of written notification from Buyer of a dispute as to the amount
of any invoice.

setler further ag..... that Buyer will have the right through its accredited representatives
to inspect and audit. during normal business hours. the charg. invoiced to Buyer
under this c18use. Should Buyer request an inapection or audit, Seller will make
available the pertinent recorda and files. This right to inspect and audit will not be
limited to validating the accuracy of resources utilized by Seller and associated charges
invoiced to Buyer but includes. without limitation. the right to inspect and audit:

(i) The method for determining COlt data provided to Buyer.

(ii) Any coM or pricing data. recorda or other information pertaining to similar
sales to other. nonaftIliated buyers.

(iii) seuers accounting policies or practices.

Seller will include any of the aforementioned information on its invoices and other billing
documents _ Buyer may reaaonably require.

PBQPRIEJARY

Not for u.. or dilclosure outside Southwestern Bell
Telephone Company except under written agreement.
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FLOW CHART FOR THE SALE OF AFFILIATE SERVICES.

SERVICE PROVIDER
section 13.221

II

Attachment 7
Page 1

June 1997

COST STUDIES I
section 13.223 .

AFFILIATE SERVICES GROUP
section 13.222

AFFILIATE SERVICES GROUP
sectton 13.225

\I
AFFILIATED COMPANY COORDfNATOR

sectton 13.227

II

I~UATE SERVICES GROUP I
, sectton 13.228 .

II
SERVICE PROV1DER

sectton 13.221

II
AFF1UATE TRANSACTlON BILLING

see AtIIIchnwnt 5

PROPRIETARY

LEGAL [
S«tion 13.224

'------

Not for use or disclosure outlic:le SouthweStern Bell
Tetephone Company except under written agreement.
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CORPORATE PRINCIPLE 80
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CORPORATE PRINCIPLE 80 (PACIFIC BELL AFFILIATE TRANSACTIONS
PROCEDURES, ROLES & RESPONSIBILITIES)

GENERAL

PURPOSE The purpose of this document is to describe the policies, guidelines
and reponing requirements that apply to Pacific Bell employees
whenever they are coaductiag business with aa affiliate or
subsidiary within the Pacific Telesis Group. It has been developed
to ensure compliance with the laws and regulations governing
affiliate transactions and to ensure that Pacific Bell receives
appropriate compensation.

BACKGROUND The selling of assets, goods and services between affiliates is not
unique to the Pacific Telesis Group. Throughout most corporations,
this kind of activity occurs regularly and is referred to as Transfer
Pricing.

Transfer Pricing is the valuation and billing of goods and services
provided by one affiliate to another. Each affiliate implements its
own procedures for pricing goods and services consistent with
corporate guidelines.

REGULATORY
REQUIREMENTS

Effective 11/96

Transfer Pricing is governed by various legal and regulatory
bodies, the Federal Communications Commission (FCC), the
California Public Utilities Commission (CPUC), and the California
legislature.

External legal and regulatory involvement mandates that transactions
between Pacific Bell and Affiliates cannot have an adverse impact on
customers. Corporate policy was developed as a result ofdivestiture
to confonn with CPUC and FCC requirements. The principle
underlying rule for both the CPUC and FCC is that cross subsidy
does not occur and that the customers are not disadvantaged by
tnmsaetions between Pacific Bell and its affiliate companies.

There are instances in which the regulatory bodies hold different
views. An example of this is Pacific Bell Directory. The FCC
views Directory as a non-regulated (non-Bell) Affiliate. For CPUC
purposes, however, it is viewed as "regulated" due to imputation of
its revenues to Pacific Bell. Our internal reponing requirements are
generally based on the most conservative requirements. This is done
to provide one set of requirements for employees to follow and to
reduce the risk of non-eompliance.
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RISK IF •
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IS NOT
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Effec:tive 11/96

The FCC, in its Joint Cost Order (cc Docket 86-111) requires that
all direct or joint investment. revenues and expenses associated with
non-regulated activities be uniquely identified. This includes time
reporting, voucher processing. and plant/equipment purchases. Any
use of regulated services is to be charged at tariff rates. All non­
regulated amounts shall be charged at fully distributed cost. and
recorded in an accounting subsidiary record. These amounts shall be
removed from amounts subject to ratemaking. These rules were
codified in Title 47, Part 64 of the FCC's Rules and Regulations.

Part 64 rules and requirements were largely adopted by the CPUC
in its New Regulatory Framework Order (NRF). However. the
CPUC has imposed many affiliate transaction rules that go beyond
those set forth by the FCC (Part 64 requirements). The rules for
affiliate transactions are primarily contained in three CPUC
decisions: 0.86-01-026,0.87-12-067, and 0.92-07-072. These
rules are extremely complex. For further information contact your
Transfer Pricing Administrator (Appendix D).

After the spin-off of the PacTel Companies, many believed
that affiliate transactions would no longer be a significant
concern for Pacific Bell. However, there are still non-regulated
affiliates under the Telesis umbrella that do business with Pacific
Qell. These affiliates continue to increase in number. While being
competitive is an urgent business priority, compliance with all
regulatory requirements, especially for affiliate transactions, also
continues to be a priority.

This document is written to implement the non-tariffed goods and
services elements of the Pacific Telesis "Affiliate Transactions
Policies. Guidelines and Reporting Requirements" (Appendix A). It
meets the requirements of regulatory policies as well as defines the
requirements for good business practices. All goods and services
provided to Pacific Telesis Group and Affiliates must meet the
requirements of these policies.

Risk ofsubstantial penalties such as fines and/or regulatory
constraints which could be levied against Pacific Bell for non­
compliance. as well as loss of credibility and influence with
regulators in other regulatory proceedings.. '

• Risk of adverse publicity from allegations of cross-subsidization.
• Risk of substantial cost to rework and to refile/restate reports and

subsidiary records.
• Risk of loss ofcredibility and public trUSt that could impact Pacific

Bell's ability to retain its customers.
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